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SUBJECT:KUWAIT BUY BACK NEGOTIATIONS 

1 . GULE REPRESENTATIVE IN WASHINGTON STATES THAT 
ATIQI, GULE (WILEY), BP (STEELE), AND ENERGY MINISTER 
LORD BALOGH WILL MEET IN LONDON ON MAY 24 TO DISCUSS 
KUWAITI BUYBACK PRICE LEVELS. GULE HOWEVER IS DOUBTEUL 
THAT THIS MEETING WILL HAVE A SIGNIFICANT EFFECT ON 
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ATIQI'S STIFE POSITION ON PRICE LEVELS. 
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2. FEDERAL ENERGY ADMINISTRATOR SAWMILL HAS BEEN IN 
DIRECT TOUCH WITH GULF CHAIRMAN DORSEY AND OTHER GULL 
EXECUTIVES TO URGE THAT SETTLEMENT WITH GOK REMAIN UNDER 
93 PERCENT OE POSTING AND THAT IP IT SHOULD BECOME 
NECESSARY TO GO AS HIGH AS 93 PERCENT, SETTLEMENT SHOULD 
BE ONLY TEMPORARY SO AS TO ALLOW PLEXIBILITY POR POSSIBLE 
DOWNWARD PRICE ADJUSTMENTS IN FUTURE. 

3. ACTING ASSISTANT SECRETARY OF STATE (EB) KATZ HAS 
ALSO DISCUSSED BUYBACK PRICE ISSUE WITH GULP MANAGEMENT 
AND WITH HMG. KATZ NOTED THAT ACCEPTANCE OP 93 PERCENT 
PORMULA IN THE BARGAINING PROCESS WOULD BOTH REINPORCE 
EXISTING UNREASONABLY HIGH PRICES AND CONPIRM POR MANY 

IN EUROPE AND THE US THAT COMPANIES HAD BECOME MERELY TAX 
COLLECTORS POR THE PRODUCERS. HE URGED STRONGLY THAT 

GULP AND BP MOVE CAUTIOUSLY IN REACHING A PRICE DECISION 
WITH THE KUWAITIS. 

4. FEDERAL ENERGY ADMINISTRATOR SAWMILL PLANS CONTACT 
ALL US MAJORS ON MAY 24 TO EMPHASIZE OUR VIEW THAT 
CONSUMER COUNTRY AND US INTERESTS WOULD BE BEST SERVED 
BY AWAITING OUTCOME OP EVENTUAL PRICE ARRANGEMENTS TO 
BE CONCLUDED BETWEEN SAUDI ARABIA AND ARAMCO. US MAJORS 
SHOULD THEREPORE EXERCISE RESTRAINT IN ANY PRICE 
NEGOTIATIONS THEY MAY UNDERTAKE. HOLDING IMPORTANT 
PRICING DECISIONS IN ABEYANCE WOULD ALSO GIVE DOWNWARD 
PRESSURES ON OIL PRICES AN OPPORTUNITY TO MANIPEST 
THEMSELVES. 

5. FOR LONDON: PLEASE ADVISE HMG THAT SAWMILL WILL 
AGAIN BE APPROACHING GULF ABOUT KUWAIT PRICE NEGOTIATIONS 
AND SUGGEST THAT THEY MAY WISH TO REITERATE THEIR OWN 
HARD LINE POSITION TO BP. RUSH 
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